





SOUNDCARE INC.
CERTIFICATE OF NEED APPLICATION
TO
UNBANK 36 FULL-FACILITY CLOSURE
NURSING HOME BEDS
FROM
NISQUALLY CARE CENTER, PIERCE COUNTY

October 2022



SECTION 1
APPLICANT DESCRIPTION

A. Owner Description:
1. Legal name of owner:

The legal name of the applicant is Soundcare, Inc., (Soundcare). Soundcare is a Washington
corporation and is the sole owner of the bed rights banked at the time of closure of Nisqually
Valley Care Center, located at 9414 357" St. S, McKenna, WA 98558.

The new facility housing the 36 beds to be unbanked beds will be known as Bradley Park Care
Center.

2. Address of each owner:

The address for Soundcare, Inc. is:
PO Box 64849
Tacoma, WA 98464

3. Provide the following information about each owner.

a. If an out-of-state corporation, submit proof of registration with Secretary of
State, Corporations, Trademarks and Limited Partnerships Division. Show
relationship to any organization as defined in Section 405.427 of the Medicare
Regulations.

Soundcare is not an out-of-state corporation. This question is not applicable.
b. If an out-of-state partnership, submit proof of registration with Secretary of
State, Corporations, Trademarks and Limited Partnerships Division, and a
chart showing organizational relationship to any related organizations as

defined in Section 405.427 of the Medicare Regulations.

Soundcare is not an out-of-state partnership. This question is not applicable.



B. OPERATOR DESCRIPTION:
1. Legal name and address of operating entity (unless same as owner).

The replacement nursing facility (NF) will be located on the campus of Bradley Park in
Puyallup, WA and will be known as Bradley Park Care Center. At opening, the licensee and
operating entity will be Soundcare.

Bradley Park is a retirement community owned and operated by a subsidiary of Wesley Homes
Corporation (Wesley). Wesley has provided a network of services offering a continuum of care
for older adults in King and Pierce Counties for nearly 80 years. It is affiliated with the Pacific
Northwest Conference of the United Methodist Church.

The address for Bradley Park Care Center will be:
707 39" Avenue SE, Puyallup, WA 98374

Wesley has agreed that its subsidiary, Wesley Homes Bradley Park, LLC, will construct, at its
sole cost and expense, the NF. Upon completion of the construction of the new facility, Wesley
Homes Bradley Park, LLC will lease the NF building to Soundcare and as required by CN rules,
the NF will initially be licensed, and Medicare and Medicaid certified, in the name of Soundcare.

Soundcare will enter into an agreement with Wesley for day to day operations. A copy of the
draft interim sublease and management agreement is included in Exhibit 1.

Wesley intends to become the licensed operator and Medicare and Medicaid certified provider of
the NF after Soundcare’s initial licensure and certification, at which time the lease and
management agreement with Soundcare will terminate.

a. If an out-of-state corporation, submit proof of registration with Secretary of State,
Corporations, Trademarks and Limited Partnerships Division, and a chart showing
organizational relationship to any related organizations as defined in Section
405.427 of the Medicare Regulations.

Soundcare is a Washington corporation. This question is not applicable.
b. If an out-of-state partnership, submit proof of registration with Secretary of State,
Corporations, Trademarks and Limited Partnerships Division, and a chart showing
organizational relationship to any related organizations as defined in Section

405.427 of the Medicare Regulations.

Soundcare is a Washington corporation. This question is not applicable.


http://www.pnwumc.org/
http://www.pnwumc.org/

c. Is the applicant currently, or does the applicant propose to be reimbursed for
services provided under Title V, Title XVIII, and/or Title XIX of the Social Security
Act?

Soundcare will secure both Medicaid and Medicare certification for the new facility. When
Wesley assumes ownership, it too will secure both Medicaid and Medicare certification.

d. Name, title, address and telephone number of person to whom questions regarding
this application should be directed.

Questions regarding this application should be addressed to:

Lessee/Licensee:
Soundcare, Inc.
PO Box 64849
Tacoma, WA 98464
Attn: John Y. Gregory

Attorney:
Perkins Coie
1201 Third Avenue, Suite 4900
Seattle, WA 98101
Attn: Jessica Cohen
Phone #: 206-359-8226
Email: jessicacohen@perkinscoie.com

e. Provide separate listings of each Washington and out-of-state health care facility,
including name, address, Medicare provider number, Medicaid provider number,
owned and/or managed by each applicant or by a related party, and indicate
whether owned or managed. For each out-of-state facility, provide the name,
address, telephone number, and contact person for the entity responsible for the
licensing/survey of each facility.

Soundcare, Inc. does not currently own and/or manage any other nursing facilities. The beds
from Nisqually Valley Care Center are not currently in service and were banked in 2018.
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SECTION 2
FACILITY DESCRIPTION

A. Name and address of the proposed/existing facility.

The address for the proposed Bradley Park Care Center is:

707 39" Avenue SE
Puyallup, WA 98374

B. Provide the following information:

NURSING HOME BOARDING HOME

(SNF/ICF) (Cong.)
Total Number of Beds Currently Licensed 36 0
Number of Beds Currently Set up 0 0

Upon project completion, Soundcare will operate with the following bed configuration:

NURSING HOME BOARDING HOME
(SNF/ICF) (Cong.)
Total number of beds currently licensed 36 0

Total number of beds currently set-up 36 0



SECTION 3
PROJECT DESCRIPTION

A. Describe the proposed project. This description should include discussion of any
proposed conversion or renovation of existing space, as well as the construction of
new facility space. Also, specify any unique services being proposed.

This application is submitted in response to RCW 70.38.115(13)(b) which requires certificate of
need review for:

any party who has reserved the nursing home beds except that the need criteria shall be
deemed met when the applicant is the licensee who had operated the beds for at least one
vear, who has operated the beds for at least one year immediately preceding the
reservation of the beds and who is replacing the beds in the same planning area.

Soundcare, Inc. was the licensee operating as sole owner of Nisqually Valley Care Center
(Nisqually Valley) immediately preceding the reservation of the beds and is the applicant who
proposes to unbank, reinstate, and restore the bed rights to 36 of the 63 Nisqually Valley beds it
banked under full facility closure in 2018.

Soundcare elected to close Nisqually Valley for a variety of reasons including, but not limited to,
the age of the building (according to the Pierce County Assessor Office, the building was built in
1930) as well as the risk of flood and other for structural reasons. The residents were relocated,
and Nisqually Valley closed on May 22, 2018. The Department of Health (Department)
approved the bed banking on July 6", 2018.

The 36 beds will be located in a to be constructed facility on the campus of Wesley’s Bradley
Park community in Puyallup. The NF will be single story, with 34 single rooms and 1 2-bedroom
included in a “neighborhood” model design for a smaller, more intimate feel. Each neighborhood
includes a dining area, activity area, and living room for resident use that is centrally located to
the neighborhood. Also, each neighborhood includes all of the service components such as soiled
and clean linen, medication rooms, personal laundry and staff office so that staff will not need to
go to other areas of the building to provide services for the residents. There will be 34 private
rooms and one two-bedroom unit; all rooms have a full bath with shower, and a small, separate
‘kitchen’ area with a sink and microwave.

As noted earlier, Wesley Homes Bradley Park, LLC, will construct, at its sole cost and expense,
a facility on the Bradley Park campus within which the 36 bed NF will be operated. Upon
completion of the construction of the NF, Wesley Homes Bradley Park, LLC will lease the NF to
Soundcare, and the NF will initially be licensed, and Medicare and Medicaid certified, in the
name of Soundcare. It is intended that Wesley become the licensed operator and Medicare and
Medicaid certified provider of the NF after its initial licensure and certification.



Soundcare intends to engage Wesley Homes (or an affiliate of Wesley Homes) to manage the NF
until such time as the NF can be licensed in the name of Wesley Homes (or an affiliate of
Wesley Homes) at which time the lease and management agreement with Soundcare will

terminate.

B. Health Services (check all in each column that apply):

TYPES OF THERAPY SUPPORT CURRENT PROPOSED
SERVICES SERVICES SERVICES
Physical Therapy Inpatient X
Physical Therapy Outpatient X
Speech Therapy Inpatient X
Speech Therapy Outpatient X
Occupational Therapy Inpatient X
Occupational Therapy Outpatient X
Nursing Services Outpatient
Meals on Wheels Outpatient
Adult Day Care Outpatient
Other (specify) Outpatient

C. Increase in total licensed beds or redistribution of beds among facility and service

categories of skilled nursing and boarding home care:

The project will unbank, reinstate, and restore the bed rights to 36 beds at the Bradley Park Care

Center.

D. Indicate if the nursing home would be Medicaid certified.

Yes, the NF will be Medicaid certified.

E. Indicate if the nursing home would be Medicare eligible.

Yes, the NF will be Medicare eligible.

Indicate the number of Medicare certified beds.

Current

Proposed

36




F. Description of new equipment proposed, including cost of the equipment.
The equipment list is provided in Exhibit 2.
G. Description of equipment to be replaced, including cost of equipment and salvage
value (if any) or disposal or use of the equipment to be replaced.

The facility is new. No equipment will be replaced.

H. Blueprint size schematic drawings to scale of current locations of patient rooms,
ancillary departments, and support services.

The facility does not currently operate. This question is not applicable.
I. Blueprint size schematic drawings to scale of proposed locations of patient rooms,

ancillary department, and support services, clearly differentiating between remodeled
areas and new construction.

The requested drawings are included as Exhibit 3.

J. Geographic location of site of proposed project.
1. Indicate the number of acres in nursing home site: Acres: The total Bradley Park
campus is 15 acres; the NF will occupy 1.33 acres

2. Indicate the number of acres in any alternate site for the nursing home (if
applicable)

Acres There is no alternate site. This is not applicable.

3. Indicate if the primary site or alternate site has been acquired (if applicable)
Yes: X No

Address of site:
The primary site address is:
707 39" Avenue SE, Puyallup, WA 98374
Address of alternate site:

There is no alternate site.



4. If the primary site or alternate site has not been acquired, explain the current
status of the site acquisition plans, including proposed time frames.

A primary site has been acquired; therefore, this question is not applicable.

5. Demonstration of sufficient interest in project site. Provide a copy of a clear
legal title to the proposed site and one of the following:
a. Lease for at least five years, with options to renew for not less than a total of
twenty years; or
b. Legal, enforceable agreement to give such title or such lease in the event a
Certificate of Need is issued.

The draft interim sublease and management agreement between Soundcare, Inc. and Wesley
Homes was included in Exhibit 1.

Documentation from the Pierce County Assessor’s Office reflecting Wesley’s ownership of the

site upon which the NF will be located is included at Exhibit 4. Clear legal title to the property
(deed of trust) is included in Exhibit 5.

6. Demonstration that the proposed site may be used for the proposed project.
Please include a letter from the appropriate municipal authority indicating that
the site for the proposed project is properly zoned for the anticipated use and
scope of the project, or a written explanation of why the proposed purpose is
exempt.
Exhibit 6 includes a letter from the City of Puyallup indicating that the property is
appropriately zoned.
K. Space Requirements
1. Existing gross square footage: NA

2. Total gross square footage for the proposed addition and the existing facility: NA

3. Proposed new facility gross square footage: 33,500 square feet

4. Do the above responses include any shelled-in areas?Yes  No X






In addition to Bradley Park, Wesley also owns and operates a retirement community in Auburn
known as Lea Hill, as well as an independent and assisted living community in Bonney Lake.

In total Wesley has constructed more than 1,600,000 square feet of space and has secured more
than $440,690,000 in financing for these campuses over the past six years.
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SECTION 4
PROJECT RATIONALE-NEED
WAC 246-310-210 and WAC 246-310-380 (6)

1. Identify and analyze the unmet health service need and/or other problems to
which this project is directed.

a. Describe the need of the people you plan to serve for the service you propose.

Consistent with the provisions of RCW 70.38.115 (13)(b), the need criteria are deemed met.

b. Address the need for nursing home beds based on the 45 beds per 1,000
population and Substitute House Bill 2098, which encourages the
development of a broad array of home and community-based long-term care
services as an alternative to nursing home care.

Consistent with the provisions of RCW 70.38.115 (13)(b), the need criteria are deemed met.

2. If your proposal exceeds the number of beds identified as needed in your county
nursing home planning area as shown in WAC 246-310-380 (6), please discuss
how the approval of beds beyond the projected need would further the policy
that beds should be located reasonably close to the people they serve.

Consistent with the provisions of RCW 70.38.115 (13)(b), the need criteria are deemed met.
3. Provide utilization data for each of the last three full fiscal years, the current
annualized full fiscal year, and the next three full fiscal years: (USE SCHEDULE A
which is attached to these guidelines.)

Table 1 provides the estimated utilization for the first three full years of operation (2025-2027).

Table 1
Bradley Park Care Center, Projected Days by Payer, 2025-2027

Medicare | Medicaid | Private | Other | Total # of Occupancy
Days Days Days | Days* | Days | Licensed Rates
Beds

Year 1- 4,800 1,593 2,605 200 9,198 36 70%
2025

Year 2- 5,800 2,200 3,380 500 | 11,880 36 90.4%
2026

Year 3- 6,100 2,200 3,380 500 | 12,180 36 92.7%
2027

Source: Applicant, *other includes HMO and L&I
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8. If you propose any special services including, but not limited to, heavy care,
Alzheimer's care, respite care, and adult day care, please provide the following:

a. Describe the service in full detail.

b. Include program content, staffing by classification and FTE commitment,
budget, and the amount of space dedicated to each service.

¢. Document the need for any special services.

Bradley Park Care Center will provide a full range of NF level services, but no specialty
programming is proposed.

9. If the purpose of the project is to correct existing structure, fire, and/or life-safety
code deficiencies, or licensing, accreditation, or certification standards as provided
for under provisions of WAC 246-310-480, provide a detailed description of the
cited deficiencies and attach copies of the two most recent Fire Marshal's surveys
and/or surveys conducted by the Survey Program, Aging and Adult Services
Administration, Department of Social and Health Services, or other surveying
agency.

This question is not applicable.
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SECTION 4
PROJECT RATIONALE-FIINANCIAL FEASIBILITY
WAC 246-310-220

SECTION I:
(Applicants proposing to construct a new nursing home or replace an existing nursing
home on the same or a new site, should complete this section).

Indicate the name, address, and telephone number of the licensed architect or engineer that
completed this section:

NAME: Jill Krance
Insite Architects

Email: Jill@insitearchitect.com

ADDRESS: 1000 University Ave, West Suite
St. Paul, MN 55104

PHONE: 612-252-4822
Proposed Site Address: 707 39" Ave SE, Puyallup, WA, 98374
The following Part I, Reasonable Building Cost Guidelines, and Part II, Reasonable Land Cost

Guidelines, will be utilized to determine whether or not the building cost per bed and land cost
are reasonable. These guidelines are based on WAC 388-96-745.

PART I -- REASONABLE BUILDING COST GUIDELINES

1. The Marshall Valuation Services (updated August 1993) Section 1, pages 3-12,
describes the building class (A, B, C, and D) and the building quality (excellent,
good, average, and low cost) of the building. Based on this description, state the
building class and building quality that is proposed for construction by this project.
Applicants proposing to add beds at an existing nursing home should also state the
building class and building quality of the existing nursing home.

This question is no longer applicable as Marshall Swift (and land lid calculations) are no longer a
part of the Nursing Home rate calculation methodology. Effective July 1, 2016, the Legislature
passed a new rate system for Nursing Homes. A Capital — Fair Market Rental (FMR) component
calculation was implemented that replaced a methodology based on specific facility asset values.
This new FMR calculation uses a fixed cost per allowable square footage amount set by the
Legislature from “RS Means” (currently $194.86) times the allowable square footage of the
building limited to a maximum of 450 square feet per bed. There is also an adjustment based on
location. The Pierce County zip code location factor for Bradley Park Care Center is 1.05.
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In the case of this project, this would be 36 beds licensed times 450 = 16,200 max. Moveable
equipment is calculated at 10% of the building value and also Land is 10%.

The calculated value of the building and equipment using the above data is then adjusted for
depreciation using the age of the building times “.015”. Since our building is new there will be
no offset in year one. Then the land value is added to the adjusted value and multiplied times a
Rental Rate of .075. The total calculation is then divided by the census days to calculate a rate
per patient day.

2. Indicate the total number of square feet of construction that is proposed including
walls, partitions, stairwells, etc.

The facility will have approximately 33,500 gross square feet.

3. The Marshall Valuation Services (updated August 1993) Section I, pages 3-12,
describes the type of materials that can be utilized to construct the frame, floor,
roof, and walls of a building. Based on this description, indicate the type of
materials that would be utilized in the following major components of the proposed
building.

See above. This question is no longer applicable.

4. Indicate the total cost of constructing the new nursing home, replacing the existing
nursing home, or constructing a bed addition at the nursing home. In cases where a
nursing home/boarding home facility shares a common foundation and roof, the
cost of the shared items shall be apportioned to the nursing home based on the
Medicare program methodology for apportioned costs to the nursing home service.
Construction costs shall include the following:

The capital costs for the project are as provided in Table 2:
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Table 2
Estimated Capital Costs
Item Cost
a. Land Purchase 381,574
b. Utilities to Lot Line
c. Land Improvements
d. Building Purchase
e. Residual Value of Replaced Facility
f. Building Construction 13,924,160
g. Fixed Equipment (not already included in the
construction contract)

h. Movable Equipment

1. Architect and Engineering Fees 1,054,037
j. Consulting Fees 803,300
k. Site Preparation $
1. Supervision and Inspection of Site $

m. Any Costs Associated with Securing the Sources of

Financing (include interim interest during construction) $
1. Land
2. Building $
3. Equipment $
4. Other $
n. Washington Sales Tax $
1. Land $
2. Building
3. Equipment $
4. Other
0. Other Project Costs
City and Regulatory Charges 438,074
Financing and Cost of Issuance 585,609
Legal and Organizational Fees 75,000
Bed Transfer 522,500
Development Fee and Expense 667,336

p. Total Estimated Capital Cost (Actual/Replacement Cost) 18,451,590
Source: Applicant

5. Provide a copy of a signed non-binding cost estimate or contractor's estimate of the
project's land improvements, building construction cost, architect, and engineering
fees, site preparation, supervision, and inspection of site, Washington State sales tax,
and other projects costs (items c, f, i, k, m, n, and o above).

The requested information will be provided with the request for supplemental information.
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6. The reasonableness of building construction cost is based on the data shown in the
table shown on the next page entitled, '"Cost Guidelines for New Building and
Improvements Plus Increments for Additional Beds." Reasonable building costs will
be determined by:

a. Locating the class of construction (A, B, C, or D) and quality of construction
(good, average, low) in the table, multiply the number of beds proposed by the
appropriate per bed base cost;

b. Identify the appropriate base cost for the facility (using the same class and
quality of construction);

¢. Additional incremental allowances are allowed for projects requesting beds
between 75-120 and projects of over 120 beds.

cl. For projects greater than 74 beds, but less than 121 beds, multiply the
appropriate per bed incremental allowance (using the same class and quality of
construction) by the number of additional beds between 75 to 120: or

c2. For projects greater than 120 beds, multiply the appropriate per bed
incremental allowance (using the same class and quality of construction) by the
number of additional beds over 75, but less than 120, then multiply the
appropriate incremental allowance by the number of beds over 120 and add
these two figures together.

See the response to Q1 in this section.
7. The figures from 6a, 6b, and 6¢, when applicable, are added to determine the
construction cost lids. Final lid values will be adjusted for inflation using the actual

change in the appropriate cost indexes.

See the response to Q1 in this section.

18



8. The above estimated building costs per bed may be adjusted when the following
circumstances apply to the project.

a.

Construction changes required by Facilities and Services Licensing Section,
Office of Resource Development, and/or Department of Health in the course of
approving the building plans for the project.

Four story or higher construction.

Unusual labor or climatic conditions at time of construction that were not
foreseeable by management.

Cost savings realized in other components of the project such as equipment or
operating costs.

Where more than one major construction type is present, an average facility type
shall be computed by weighing relative costs of the framing, floor, roof, and walls.

Please refer to our response to Q1 in this section.
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PART II -- REASONABLE LAND COST GUIDELINES

1. The land cost guidelines are for land that is utilized by the nursing home service.
When an applicant proposes to construct a new nursing home/boarding home
facility, the amount of land utilized by the nursing home services should be
calculated based on Medicaid program methodology for apportioning costs to the
nursing home for reimbursement purposes.

As noted earlier in this section, effective July 1, 2016, the Legislature passed a new rate system
for Nursing Homes. A Capital — Fair Market Rental (FMR) component calculation was
implemented that replaced a methodology based on specific facility asset values. Land is
calculated at 10% of the building value.

2. Indicate the number of square feet of land that would be utilized for the nursing
home service:

The proposed NF includes 33,500 square feet.
3. Indicate the cost per square foot for the utilized by the nursing home service:
The cost per square foot is $275.00.

4. Exceptions to square foot cost lids (WAC 388-96-745 (7)) may be allowed to a
maximum of ten percent (WAC 388-96-754(8)). An adjustment shall be granted
only if requested by the applicant. Applicants requesting adjustments to the
guidelines for reasonable land costs shall provide written justification and an
analysis showing the rationale for the adjustments.

See earlier responses. The methodology has changed, and this question is no longer applicable.

5. Exceptions to land area lids (WAC 388-96-762) may be allowed. An adjustment
shall be granted only if requested by the applicant and meet the criteria defined in
WAC 388-96-762(3). Applicants requesting adjustments to the guidelines for area
land lids shall provide written justification and an analysis showing the rationale for
the adjustments.

See earlier responses. The methodology has changed, and this question is no longer applicable.
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SECTION 1V

1. Identify the owner or operator who will incur the debt for the proposed project.

The building will be constructed and owned by Wesley Homes Bradley Park, LLC which will
fund the cost of constructing and equipping the NF from bank financing and Owner’s Equity.

2. Anticipated sources and amounts of financing for the project (actual sources for

conversions)

Table 3 details the sources and amount of financing. The total amount of financing covers the
estimated capital expenditure and start up costs. It also includes interim interest and working

capital.

Table 3

Sources and Amounts of Financing

Specify Type

Dollar Amount

Public Campaign

Bond Issue

Commercial Loans

5.25% interest for a term of 30
years

$19,431,528

Government Loans

Grants

Bequests & Endorsements

Private Foundations

Accumulated Reserves

Owner's Equity

Wesley Homes reserves

$1,000,000

Other - (specify)

Other - (specify)

TOTAL (must equal total Project
Cost

$20,431,528

Source: Applicant

Additional project costs, outside of the capital expenditure include: capitalized interest
($699,933), working capital ($1,132,267) and start up costs ($147,738) for total project costs of

$20,431,528.
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3. Provide a complete description of the methods of financing which were considered
for the proposed project. Discuss the advantages of each method in terms of costs
and explain why the specific method (s) to be utilized was (were) selected.

While Soundcare, in its capacity as the licensed operator of the NF, is the applicant for this CN,
as noted above, the NF will be constructed by, and at the cost of, Wesley Homes Bradley Park,
LLC. Given that the intent is for Soundcare to operationalize (license and certify) the NF, and
then to have the facility transferred to the ownership and operating control of Wesley; having
Wesley assume the debt was determined to be the most logical and most expeditious means.
Wesley did evaluate other ways to fund the project, including tax-exempt financing, but the
timing was significantly longer, and the interest rate Wesley has been assuming for the
commercial financing is reasonable.

4. Indicate the anticipated interest rate on the loan for constructing the nursing home

The anticipated interest rate is 5.25% at the time of application.

5. Indicate if the interest rate will be fixed or variable on the long-term loan and
indicate the rate of interest.

The interest rate will be fixed. The loan will be for 30 years.

6. Estimated start-up and initial operating expenses
a. Total estimated start-up costs (expenses incurred prior to opening such as staff
training, inventory, etc., reimbursed in accordance with Medicaid guidelines for

start-up costs)

Table 4 provides the start up costs:

Table 4
Estimated Start Up Costs
Item Cost
Staffing $86,738
Marketing $36,000
Pre Development Expenses $25.,000
Total $147,738

Source: Applicant

22



b. Estimated period of time necessary for initial start-up

Using the definition of period of time after construction completed, but prior to receipt of
patients, the start up period is estimated at one month.

c. Total estimated initial operating deficits

The initial operating period, defined as the time from receipt of first patient to break even from
operations is estimated to be 11 months. The operating deficit is estimated $1,815,881.

d. Estimated initial operating period

The initial operating period, defined as the time from receipt of first patient to break even from
operations is estimated to be 11 months.

7. Anticipated Sources of Financing Start-up and Initial Operating Deficits.

The expense of operating the NF, including any start up costs and the initial operating deficit will
be borne by Wesley in its capacity as the manager. Repayment of the deficits will come, from the
loan undertaken to finance the project, working capital and Bradley Park operations.

8. Evidence of Availability of Financing for the Project

Please submit the following:

a. Copies of letter(s) from the lending institution indicating a willingness to finance
the proposed project (both construction and permanent financing). The letter(s)
should include:

i. Name of person/entity applying
ii. Purpose of the loan(s)
iii. Proposed interest rate(s) (fixed or variable)
iv. Proposed term (period) of the loan(s)
v. Proposed amount of loan(s)

Included as Exhibit 8 is a copy of a Commitment Letter from Hamlin Capital Management, LLC.
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b. Copies of letter(s) from the appropriate source(s) indicating the availability of
financing for the initial start-up costs. The letter(s) should include the same
items requested in 8(a) above, as applicable.

As noted in response to earlier questions, the loan amount includes the start up costs. Therefore,
financing for the start up costs is included in the letter in Exhibit 8.

c. Copies of each lease or rental agreement related to the proposed project.

A copy of Interim Sublease and Management Agreement between Soundcare and Wesley is
provided in Exhibit 1.

d. Separate amortization schedule(s) for each financing arrangement including
long-term and any short-term start-up, initial operating deficit loans, and
refinancing of the facility's current debt setting forth the following:

i. Principal

ii. Term (number of payment period, long-term loans may be annualized)
iii. Interest
iv. Qutstanding balance of each payment period

A separate amortization schedule for the 30-year building and for the start-up costs and initial
operating deficit are included as Exhibit 9.

9. Provide the following:

a. Please supply copies of the following pages and accompanying footnotes of each
applicant's three most recent financial statements: Balance Sheet, Revenue and
Expense, and Changes in Financial Position. (If not available as a subsidiary
corporation, please provide parent company's statements, as appropriate.)

Since 100% of the costs of funding and operating the project are being borne by Wesley, we are
providing information on Wesley only. The requested information is included as Appendix 1.
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b. Please provide the following facility-specific financial statements through the
third complete fiscal year following project completion. Identify all assumptions
utilized in preparing the financial statements.

i.

ii.
iii.
iv.
V.
vi.
vii.
viii.

Schedule B
Schedule C
Schedule D
Schedule E
Schedule F
Schedule G
Schedule H
Schedule 1

Balance Sheet

Statement of Operations

This Statement Has Been Eliminated
Statement of Changes in Equity/Fund Balance
Notes to Financial Statements

Itemized Lists of Revenue and Expenses

Debt Information

Book Value of Allowable Assets

Using the schedules attached to the CN guidelines, the pro formas for the first three full years of

operation are included at Exhibit 10.

10. Utilizing the data from the financial statements, please calculate the following:

Debt Service Coverage

Assets Financed by Liabilities Radio

a
b. Current Ratio
c
d

. Total Operating Expense to Total Operating Revenue

Using the forms attached to the CN guidelines, the following ratios for the first three full years of
operation are calculated (see Table 5).

Table 5
Financial Ratios

Ratio Target Proj. FYE | Proj. FYE Proj. FYE Proj. FYE
Ratio! 2027 2028 2029 2030
Current Ratio 1.8-2.5 1.03 1.21 1.46 1.77
Assets Financed by Liabilities
Y 0.6-0.8 1.06 1.07 1.08 1.07
Total Operating Expense/Total
Operating Revenue 1.0 1.03 1.02 1.00 0.99
Debt Service Coverage 1.5-2.0 1.08 1.12 1.17 1.21

Source: Applicant

! The normal range from the CN Program’s nursing home application form.
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11. If the project's calculated ratios are outside the normal or expected range, please
explain.

With the exception of the assets financed by liabilities, all other ratios are in the normal or
expected range. The Assets funded by Liabilities is slightly outside the target range because it

in the early years of the project and there are more liabilities than assets. If the ratio was
calculated at a later point in time, it would likely show improvement (getting closer to < 1.0).

12. If a financial feasibility study has been prepared, either by or on behalf of the
proponent in relation to this project, please provide a copy of that study.

No financial feasibility has been prepared.

13. Current and Projected Charges and Percentage of Patient Revenue

a. Per Diem Charges for Nursing Home Patients for Each of the Last Three Fiscal
Years:

This question is not applicable. There is no historical experience. The facility will be new.

b. Current Average Per Diem Charges for Nursing Home Patients:

This question is not applicable. There is no current experience. The facility will be new.

1S

c. Projected Average Per Diem Charges for Nursing Home Patients for Each of the

First Three Years of Operation:

The projected charges are as follows:

2025 2026 2027
Private Pay $420.00 $420.00 $423.00
Medicaid $208.00 $228.00 $228.00
Medicare $650.00 $650.00 $650.00
VA
Other-Specity $600.00 $600.00 $600.00
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d. Please indicate the percentage of patient revenue that will be received for the:

Proposed Facility
Private Pay 22.24%
Medicaid 22.24%
Medicare 44.46%
VA 0%
Other-Specity 11.06%
Total 100.00%
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SECTION 4
PROJECT RATIONALE-STRUCTURE AND PROCESS (QUALITY) OF CARE
(WAC 246-310-230)

1. Nursing Home Number of Employees

The requested information is as follows:

Staffing Projected Number
of Employees
Full-Time Consultant
Equivalent hr/week
Registered Nurse 2.8 FTE
LPN 42 FTE
Nurses Aides & Assistants 14 FTE
NURSING TOTAL 21.0 FTE
Dietitians 20 Hours
Aides/COOKS 140 Hours
DIETARY TOTAL 160 Hours
Administrator 1.0 FTE
Admissions 1.0 FTE
AIT 0.00
Activities Director 1.0 FTE
Medical Director 8 Hours
In-service Director 0.00
Director of Nursing 1.00 FTE
Clerical 3.1 FTE
Housekeeping/ 24 FTE
maintenance
Laundry S FTE
ADMINISTRATION 10 FTE 168 Hours
TOTAL
Activities 09 FTE
Therapist 214 Hours
Pharmacist 4 Hours
Medical Records 1.0 FTE
Social Worker 1.0 FTE
Plant Engineer 1.0 FTE
Other (specify)
ALL OTHERS 39FTE 218 Hours
TOTAL
TOTAL STAFFING 34.9FTE 386 Hours




2. Nursing hours per patient day

Registered Nurse 48
LPNs 72
Nurse's Aides & Assistants 2.40

TOTAL 3.59

3. Provide evidence that the personnel needed to staff the nursing home will be
available.

Soundcare and Wesley will upon the completion and licensure of the NF, enter into an Interim
Sublease and Management Agreement under which responsibility for day-to-day operation of the
NF will be assumed by Wesley. Despite currently staffing challenges throughout the region, state
and nation, Wesley, through its existing operations demonstrates the ability to staff and manage
at all levels utilizing best practices in human resources. Importantly, because of the small size of
the NF, the total number of FTEs needed (35) is relatively small.

That said, Wesley takes seriously the fact that today’s job seekers are not homogeneous and have
different preferences and balance many factors when deciding to take a specific job. These often
include opportunities for advancement, workplace environment and culture, the support of
management, workload and work-related stress among other factors. Wesley has developed, and
is known to have, a culture that supports each of these considerations. For example, Wesley
provides training for staff through on-line programs and in classroom in-services both to improve
quality of care for residents and career advancement for staff.

In addition, Wesley has addressed compensation and is very competitive in the market. In
addition to supporting recruitment, this also reduces turnover, which is critically important to
continuity and quality of care.

In regard to rehabilitation services, Soundcare and Wesley expect to utilize Consonus
Rehabilitation Services to provide therapy to residents. Currently, Consonus is the provider at
both Des Moines and Lea Hill skilled nursing facilities for Wesley, and this has worked
exceptionally well.
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4. Provide evidence that there will be adequate ancillary and support services to
provide the necessary patient services.

Under the terms of the Interim Sublease and Management Agreement, Wesley will be
responsible for providing and/or arranging for ancillary and support services to the residents of
the NF directly or through its existing network of providers.

Wesley currently operates two (2) NFs located in King County. The arrangements under which
pharmacy, laboratory, dental, durable medical equipment and rehabilitation services are
provided at those facilities will be extended to include the provision of the same or similar
services at Bradley Park.

5. Provide evidence that indicates the services provided at your facility will be in
compliance with applicable federal and state laws, rules, and regulations for health
care facilities.

Soundcare operated Nisqually Valley Care Center in compliance with all State and federal rules.
Wesley, consistent with the Interim Sublease and Management Agreement will have
responsibility for day-to-day operation of the NF.

Wesley enjoys strong compliance and is currently certified by Medicare and Medicaid at Wesley
Homes Health Center in Des Moines and Lea Hill Rehabilitation and Care Center in Auburn.
Wesley Homes also holds Washington State Assisted Living licenses at Des Moines campus, Lea
Hill campus in Auburn and Bradley Park campus in Puyallup, and an-in home license for
Hospice and Home Health in King and Pierce Counties. The licensed facilities are regularly
surveyed for compliance and the performance demonstrates the proven track record of Wesley
for quality service and compliance with federal and state requirements. Wesley Homes has a
Corporate Compliance Program to assure continued compliance.

6. Provide evidence that the project will be in compliance with applicable conditions of
participation related to the Medicare and Medicaid programs.

Please refer to the response to the question above.
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7. Fully describe any history of each applicant with respect to the actions noted in the
Certificate of Need criterion. (WAC 246-310-230 (5) (a). If there is such a history,
provide evidence that ensures safe and adequate care to the public to be served and
in conformance with applicable federal and state requirements.

Soundcare has not operated a NF facility for nearly five years. Soundcare had no disciplinary
actions during the period it was operating Nisqually Valley Care Center.

Wesley has no history with respect to any conviction, denial, revocation, or decertification
noted in the Certificate of Need criterion (WAC 246-310-230 (5)(a)).

8. Provide evidence that the project will adequately address continuity of care.
Describe the arrangements that will be made with other providers for patient care
consultation services. Provide assurance that patients will be referred to a hospital
for acute care needed. Also, provide assurance that patients discharged from the
nursing home will be referred to home health, hospice, or assisted living agencies
when such care is needed.

Care will be delivered by Wesley using a multidisciplinary team comprised of professionals
from Nursing Activities, Dietary, Rehabilitation Services and Social Services. These individuals
will meet with resident and family/responsible party or guardian to design an individualized
Plan of Care. Accurate and current medical records will be maintained with complete history
and physical, assessments, doctor’s orders, progress notes and medication administration
records.

Nurses and therapists will provide care as ordered by the resident’s Primary Care Physician.
The NF’s Medical Director will also be available if needed for consultation. If needed, residents
will be transferred to a hospital for acute care services. Prior to and upon discharge from the
NF, residents will be referred to home health, hospice, an adult family home and/or assisted
living as needed.

9. Existing nursing homes will document the number of patients discharged from the
nursing home to the patients home, referred to home health, hospice agency, or
assisted living services during the last three years.

This is a new facility, and therefore his question is not applicable.
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SECTION 4
PROJECT RATIONALE-
COST CONTAINMENT (WAC 246-310-240)

1. Describe distinct alternative means for meeting the need described previously.
Identify alternative advantages and disadvantages, including cost, efficiency, or
effectiveness.

Consistent with the provisions of RCW 70.38.115 (13)(b), the need criteria are deemed met.

2. Describe, in as much detail as possible, specific efforts that were undertaken to
contain the costs of offering the proposed service.

Factors that contribute to reducing costs of the new skilled nursing facility, as follows:

= The proposed NF will be built on an existing Wesley campus, and so while we have
allocated land costs for purposes of detailing the capital expenditure, there are no
incremental land costs.

= The proposed NF will be connected to our existing independent living/assisted living
facilities, and as a result, will be able to share certain amenities and services,
including the main kitchen. Additionally, certain personnel (e.g., reception, Director
of Culinary, Director of Environmental Services) will assist in the oversight.

=  We will be utilizing the architect and project manager and interior designers that were
used when construction Bradley Park campus. These individuals are familiar with the
current conditions and expectations of Wesley.

3. In the case of construction, renovation, or expansion, describe any operating or
capital cost reductions achieved by architectural planning, engineering methods,
methods of building design and construction, or energy conservation methods used.

Bradley Park Care Center will be developed and constructed as a component of an entire
retirement community versus a stand-alone facility, which will help to mitigate some of the
building costs. The building was designed to meet or exceeds all energy codes. The building
includes an efficient HVAC system that will reduce the daily operating costs of the facility.
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4. Under a concurrent or comparative review, preference will be given to the project
which meets the greatest number of criteria listed below. Provide documentation
describing how the proposed project meets the following criteria.

a.

Projects that include other institutional long-term care services or evidence of
relatively greater linkages to community-based, long-term care services.

Projects which improve the geographic distribution and/or provide access to
nursing home beds in a currently under-served area.

Nursing home operators having (or proposing to have) a Medicare contract in
areas with less than the statewide proportion of Medicare nursing home beds to
total nursing home beds.

Nursing home operators serving (or proposing to serve) Medicaid clients.

Nursing home operators proposing to serve additional heavy care patients in
areas where CSO placement staff or hospital discharge planners document
significant and continuing difficulties in placing such patients in nursing homes.

Existing nursing home operators in the state who are seeking to achieve a 100-
bed minimum efficient operating size for nursing homes or to otherwise upgrade
a facility with substantial physical plant waivers or exemptions, as determined
by Washington State Aging and Adult Services Administration.

Projects that propose to serve individuals requiring mental health services and
care for Alzheimer's or dementia conditions.

There is no concurrent review. This question is not applicable.
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Exhibit 10
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